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determines that the contractor’s prop-
erty management practices are inad-
equate and/or present an undue risk to
the Government.

(c) A prime contractor that provides
Government property to a subcon-
tractor shall not be relieved of any re-
sponsibility to the Government that
the prime contractor may have under
the terms of the prime contract.

45.105 Contractors’ property manage-
ment system compliance.

(a) The agency responsible for con-
tract administration shall conduct an
analysis of the contractor’s property
management policies, procedures, prac-
tices, and systems. This analysis shall
be accomplished as frequently as condi-
tions warrant, in accordance with
agency procedures.

(b) The property administrator shall
notify the contractor in writing when
the contractor’s property management
system does not comply with contrac-
tual requirements, and shall request
prompt correction of deficiencies and
shall provide a schedule for their com-
pletion. If the contractor does not cor-
rect the deficiencies in accordance
with the schedule, the contracting offi-
cer shall notify the contractor, in writ-
ing, that failure to take the required
corrective action(s) may result in—

(1) Revocation of the Government’s
assumption of risk for loss, damage, de-
struction, or theft; and/or

(2) The exercise of other rights or
remedies available to the contracting
officer.

(c) If the contractor fails to take the
required corrective action(s) in re-
sponse to the notification provided by
the contracting officer in accordance
with paragraph (b) of this section, the
contracting officer shall notify the
contractor in writing of any Govern-
ment decision to apply the remedies
described in paragraphs (b)(1) and (b)(2)
of this section.

(d) When the property administrator
determines that a reported case of loss,
damage, destruction or theft of Gov-
ernment property constitutes a risk as-
sumed by the Government, the prop-
erty administrator shall notify the
contractor in writing that they are
granted relief of responsibility in ac-
cordance with FAR clause 52.245—

45.107

1(f)(1)(vii). Where the property admin-
istrator determines that the risk of
loss is not assumed by the Govern-
ment, the property administrator shall
forward a recommendation requesting
that the contracting officer hold the
contractor liable.

45.106 Transferring accountability.

Government property shall be trans-
ferred from one contract to another
only when firm requirements exist
under the gaining contract (see 45.102).
Such transfers shall be documented by
modifications to both gaining and los-
ing contracts. Once transferred, all
property shall be considered Govern-
ment-furnished property to the gaining
contract. The warranties of suitability
of use and timely delivery of Govern-
ment-furnished property do not apply
to property acquired or fabricated by
the contractor as contractor-acquired
property that is subsequently trans-
ferred to another contract with the
same contractor.

45.107 Contract clauses.

(a)(1) Except as provided in para-
graph (d) of this section, the con-
tracting officer shall insert the clause
at 52.245-1, Government Property, in—

(i) All cost reimbursement, time-and-
material, and labor-hour type solicita-
tions and contracts; and

(ii) Fixed-price solicitations and con-
tracts when the Government will pro-
vide Government property.

(iii) Contracts or modifications
awarded under FAR Part 12 procedures
where Government property that ex-
ceeds the simplified acquisition thresh-
old, as defined in FAR 2.101, is fur-
nished or where the contractor is di-
rected to acquire property for use
under the contract that is titled in the
Government.

(2) The contracting officer shall use
the clause with its Alternate I in con-
tracts other than those identified in
FAR 45.104(a), Responsibility and Li-
ability for Government Property.

(3) The contracting officer shall use
the clause with its Alternate II when a
contract for the conduct of basic or ap-
plied research at nonprofit institutions
of higher education or at nonprofit or-
ganizations whose primary purpose is
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